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PUBLIC UTILITY ACCOUNTING VERSUS
CONVENTIONAL TAX ACCOUNTING FOR
MOTOR CARRIERS
By EUGENE C. BEENE, CPA

Mr. Beene entered the public accounting profession in 1943, after thirteen years in
the accounting and tax department of a major oil company.
He is a member of the American Institute of Accountants, Michigan Association of
Certified Public Accountants, and the National Association of Cost Accountants.
At present Mr. Beene is a partner in the firm of George A. Payne & Company, Cer
tified Public Accountants, in Grand Rapids, Michigan.
While the term “public utility” is gen
erally construed to denote monopoly serv
ices, such as, power, light, telephone, etc.,
it is also true that motor carriers are pub
lic utilities inasmuch as their operating
rights, methods and rates are regulated by
federal and state authorities.
As a carrier is subject to many regula
tions, it has become increasingly important
that the carrier’s accountant have a thor
ough understanding of the variations in
the accounting procedures prescribed in
the Interstate Commerce Commission’s uni
form system of accounts and those pre
scribed by the taxing authorities.
For example, the I.C.C. insists that de
preciation of revenue equipment be com
puted on a straight line or mileage basis,
whereas the Commissioner of Internal Rev
enue permits a diminishing value method
in addition to those allowed by the Com
mission.
Another variation in handling deprecia
tion is the method of reporting gain or loss
on the trade in of depreciable property. The
I.C.C. contends that such gain or loss is the
result of improper depreciation charges and
any resulting gain or loss is to be considered
as an adjustment to depreciation expense.
The Treasury Department under Section
112(b) (1) holds that exchanges of prop
erty held for productive use in trade or
business are non-taxable exchanges and any
gain or loss resulting from such an ex
change merely modifies the cost of the prop
erty acquired. Consequently, reportable in
come for tax purposes can be and often is
at variance with income as determined un
der the uniform system of accounts.
Another variation in tax accounting is
the method of handling interest and finance
charges on equipment obligations. The In

terstate Commerce Commission regulations
provide that such items be charged to pre
payments and appropriate charges be made
monthly to the expense account. Under cer
tain conditions, the Treasury Department
contends that finance charges are to be con
sidered as part of the cost of the equipment
and must be charged off over the useful life
of the equipment.
One of the reporting requirements under
the Interstate Commerce Commission’s reg
ulations which is sometimes burdensome is
the listing in the annual report of all rev
enue equipment owned during the year and
equipment acquired or disposed of during
the year. A great many carriers have sim
plified this requirement by forming equip
ment companies to hold ownership of the
equipment and, as such companies do not
fall under the jurisdiction of the I.C.C., the
problem of preparing annual reports to the
Commission has been eased. Obviously, un
der certain conditions, tax benefits can ac
crue through the creation of a leasing com
pany. However, a word of caution is applic
able here: to avoid tax litigation a sound
business reason must exist for forming a
leasing company before tax savings can be
obtained through the formation of such a
company.
Again we encounter a conflict between
the I. C. C. and the Treasury Department
in the previously mentioned matter of leas
ing companies in existence for a number of
years and have had no difficulty with the
Treasury Department. However, the I. C. C.
has insisted that the net income of a leasing
company which has common control with a
carrier be reflected as a reduction in the
equipment rent as shown on the carrier’s
annual report.
In regard to the excess profits tax as en
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acted by the Revenue Act of 1950, we again
find that motor carriers are considered a
public utility. Section 448 of the Internal
Revenue Code includes in its definition of
a public utility a corporation supplying
transportation by trucks or buses, where
the rates charged by such corporations are
subject to regulation by a governmental
body. This inclusion as a public utility can
result in substantial tax savings as, under
Section 448, a carrier is not subject to ex
cess profits tax until its earnings exceed

the sum of its normal and surtax, plus six
percent of its equity capital, retained earn
ings and borrowed capital, less the interest
paid on its borrowed capital.
It is evident, therefore, that motor car
rier accounting and tax accounting for mo
tor carriers require constant vigilance to
insure compliance with regulatory bodies,
and, at the same time, avail the company of
all its tax benefits under the applicable regu
lations.

IDEA EXCHANGE
By THEIA A. CASCIO, California
Contributed by Betty Thornton McGill,
CPA, Columbus, Ohio
ELIMINATING TIME AND MOTION
If you are in the habit of running separ
ate adding machine tapes on the debit and
credit balances of your ledgers and journals
each month, you can save leafing through
each book twice by running one tape. Add
the debit balances and subtract the credit
balances as they come. When the total key
is punched at the end of the tape, the re
sult will be zero if the ledger is in balance.
If it is not, the resulting debit or credit
balance will indicate the amount by which
it is out of balance. Of course, for this you
must have access to an adding machine that
has a subtraction key, and it is also nice to
have one which throws credit as well as
debit balances. If the machine does not
throw a credit balance and your difference
is on the credit side, you may find the
amount of the difference by taking the re
ciprocal of the total thrown by the adding
machine.

EVASIVE TRIAL BALANCE ERRORS
Every now and then it happens! You
have checked your beginning of the month
ledger footings, added and subtracted cur
rent month transactions to ascertain end
of the month ledger footings, but your gen
eral ledger is still out of balance. Recheck
ing postings to the general ledger from
all books of original entry can be a time
consuming process. A method which quickly
locates the error or errors in posting from
books of original entry to the general led
ger, or in the journals themselves, is out
lined below. In ascertaining the error or
errors it is necessary to leaf through the
general ledger only once, and in page se
quence.
Take a columnar work sheet and head a
column for each book of original entry.
Start with the first page of the general
ledger and list all current month postings
under the appropriate heading on your
columnar work sheet. It is suggested that
black pencil be used for debit postings and
red pencil for credit postings. After com
pleting the listing of each current month
posting to the general ledger, run an adding
machine tape of each column separately.
All columns which net a zero are without
error. Any column which nets a debit or
credit balance indicates an error. Turn to
the book of original entry which your work
sheet indicates has an error and ascertain
the reason.

*

*

*

We cannot avoid having a reputation. It
is for us to decide what sort of a reputation
it is.

*

*

*

Habits are at first cobwebs—at last
cables.
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